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ThePracticingCPA
JULY 1995
Published for All Local and Regional Firms by the AICPA Private Companies Practice Section 
THE REBIRTH OF PERSONAL FINANCIAL PLANNING
A number of firms began formally offering personal 
financial planning (PFP) services a few years back 
but were unsuccessful. Some firms used the wrong 
planning model—one adapted from sales-driven 
industry—or made marketing mistakes because 
they over-estimated clients’ willingness to pay for 
the service. Others were distracted by multiple soft­
ware choices and by confusion over investment 
adviser registration.
Now, however, there are a number of demographic 
factors fueling demand for PFP services. In a presen­
tation at an AICPA management of an accounting 
practice conference last year, Kaycee W. Krysty, CPA, 
CFP, director of Moss Adams/Personal Finance 
Network, talked about some of these factors and about 
how to profitably meet the market’s demands. The fol­
lowing comments are based to a large extent on Ms. 
Krysty's presentation.
An aging population is one such factor. With more 
people living longer—until they are eighty or ninety 
years old—the ratio of workers contributing to the 
Social Security system to retirees receiving pay­
ments from it is decreasing. Workers, who are able 
to save only a low percentage of their earnings, 
worry whether Social Security will be available for 
their own retirement.
Nevertheless, household income and household 
wealth are increasing. And there are significant 
sums of money already accumulated in private 
retirement plans. By some estimates, the average 
inheritance for individuals of the “baby boom” gen­
eration will be about $90,000.
People already retired, those facing imminent 
retirement, and people of the baby boom generation, 
whose retirement is still a few years hence, need help 
with their personal financial planning. People need 
to plan for the financial needs of their children and 
for large purchases such as automobiles and hous­
ing. Increased wealth also means that people need 
help with their estate and investment planning.
Why demand is growing
There are a number of reasons why people are seek­
ing help with financial planning. An important one 
is to achieve financial independence.
Even seemingly wealthy business owners are not 
always financially independent. A review of their 
balance sheets might reveal they own a business, 
but not much else besides a few cars and a nice 
house. Part of your goal should be to make them not 
only financially independent, but independent of 
their businesses. You can provide a valuable service 
to such business owners (and their key executives) 
by making sure they are putting sufficient money 
into their Keogh and 401(k) plans, and know how to 
manage their stock options.
Another reason people are seeking financial plan­
ning help is because they have a special objective.
(continued on page 7)
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PCPS Advocacy Activities and News
Developing solutions to standards overload
As reported in the special PCPS supplement in the 
March 1995 Practicing CPA, the AICPA board of direc­
tors has urged both PCPS and the accounting and 
review services committee (ARSC) to develop solu­
tions to problems encountered by users and members 
with current financial reporting requirements.
Voting to take a leadership role in addressing the 
broad issue of standards overload, the PCP executive 
committee appointed a special PCPS standards over­
load task force and agreed to conduct focus groups in 
four major cities. The focus groups were chosen in 
order to solicit directly from CPAs in smaller firms their 
views about generally accepted accounting principles 
(GAAP) and standards for accounting and review ser­
vices and whether they present an impediment to pro­
viding small, closely held business clients with relevant 
information in a timely and cost-effective manner. The 
sessions took place in May and their results are now 
being considered by the PCPS task force and ARSC.
The impact of electronic programs on the 
future peer review process
The peer review committee of the SEC practice sec­
tion of the AICPA division for CPA firms established 
a task force to determine the future directions of the 
peer review programs. The task force has concluded 
that software to assist in the peer review process 
would be a desirable improvement over the manual 
checklists that are currently used, and would be of 
benefit both to reviewers and the AICPA in develop­
ing benchmarks for quality control.
Agreeing with this premise, the PCP executive 
committee voted to financially sponsor the pro­
gram’s development costs. It is expected that peer 
review software will benefit member firms by intro­
ducing technological efficiencies into what has been 
an almost totally manual process.
PCPS goes on-line
PCPS has specific representation in the AICPA 
Accountants’ Forum, the new on-line service for 
CPAs. This special section will keep PCPS mem­
bers informed about news, products, services, 
and opportunities of particular interest to them. 
The items expected to be available on-line 
include
□ Frequently asked questions about peer reviews.
□ MAP Roundtable Discussion Manual.
□ The Practicing CPA.
□ Practice Alerts.
□ PCPS bylaws and membership requirements.
□ Firm on Firm Review Directory.
□ 101 Questions to Ask Your CPA.
□ Application for “Division for CPA Firms” mem­
bership.
□ Annual report form for “Division for CPA Firms” 
members.
□ Sample partnership continuation forms.
PCPS brochures
PCPS now has available new versions of two 
brochures which are designed specifically for mem­
ber firms to distribute to referral sources and busi­
ness owners. To purchase How to Pick a Leader, 
product no. 338536 (40 cents each, minimum of 25 
copies) and Your CPA Firm’s Commitment to 
Quality, product no. 338530 (55 cents each, mini­
mum of 25 copies) call the AICPA order department, 
(800) TO-AICPA. Ask for operator PC.
PCPS membership at all-time high
PCPS efforts to act as an advocate for all local and 
regional firms and to redefine its products, services, 
and message are receiving strong support. As of 
May 30, 1995, PCPS membership stood at 7,138 
firms. This is its largest membership since PCPS 
was established in 1977.
PCPS toll-free numbers
If you are a PCPS member firm and have questions on 
CPE, peer review status, discrimination, and other mat­
ters, or have queries about PCPS member products and 
services, you can obtain prompt, toll-free help by con­
tacting Jodi Ryan or Dave Handrich via telephone, 
(800) CPA-FIRM or FAX (800) FAX-1112. □
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The Evolution of a Partner Retirement 
System
What should a partner expect financially from a 
firm upon retirement? Should retirement be fund­
ed? And how should the amount payable be deter­
mined? Like many firms, we have wrestled with 
these issues over the years. An area that became 
increasingly important was our need to ensure we 
had a system that provided retirement benefits to 
partners while still enabling us to plan for the con­
tinuity of our practice. We did not reach that point 
without some missteps, and the following com­
ments trace the evolution of our retirement system.
Through the 1970s, our retirement system was a 
buy/sell agreement, with the funding provided by 
the partners individually. Each of us signed notes 
payable to the firm to cover the payments due retir­
ing partners.
Retiring partners received their accrual capital 
plus retirement payments equal to their ownership 
percentage times the net fees of the firm. 
Retirement was payable over ten years, with a 6 per­
cent annual cost of living adjustment.
We did not have a vesting schedule, and the terms 
of the arrangement basically meant that if fees grew 
rapidly, partners could expect a sizeable retirement 
benefit after only a few years as a partner. This is 
exactly what happened. The firm grew from 7 part­
ners and 20 people, all told, when we started that 
retirement system to 16 partners and 70 to 80 peo­
ple, some ten years later; and partners found they 
could bale out early with a substantial windfall. The 
system did not promote long-term service to the 
firm.
Annual payments to all former partners were lim­
ited to 10 percent of net fees, with any unpaid 
amount being deferred. Nonetheless, there was 
another drawback. The cost for new partners to buy 
in was rising faster than partner income because the 
cost of ownership included the capital requirement 
plus the agreed-upon value of the firm. The retire­
ment system had come to resemble a chain letter, 
and the incentive to buy new ownership units was 
diminishing.
We knew we had to determine what amount rep­
resented a reasonable retirement income and 
offered reasonable financial security to partners 
who spent their careers with the firm. “Reasonable” 
was defined as being fair, appropriate, and signifi­
cant, but not excessive.
The firm spent a tremendous amount of time 
working on a new system. We formed a long-range 
planning committee to study the issue but, for what­
ever reason, did not seek the advice of others who 
had been through the same process. The planning
1994 Survey of Large, Multi-Partner 
Firms
Q. Does your firm use or anticipate using life 
insurance to help fund partner retirement 
benefits?
A. Yes 56% No 44%
Q. Would a variable life product be of interest to 
your firm, especially if expenses are reduced 
through PCPS membership?
A. Yes 72% No 28% 
committee issued its recommendations in 1981.
The committee suggested converting our buy/sell 
arrangement to a retirement system incorporating 
vesting. Other suggestions were that first-year 
retirement payments to a fully vested partner 
should be equal to 35 percent of that partner’s aver­
age annual income for the previous four years, that 
retirement compensation should vest over twenty- 
five years as a partner, and that changes in owner­
ship and income should be based on a merit system. 
At the time, the committee wasn’t ready to tackle 
funding requirements and decided that contentious 
issue should be considered at some future date.
What happened to the committee’s recommenda­
tions? Well, we kept part of the old system in the 
form of quasi-frozen values (with a 6 percent annu­
al increase in value) and substantially modified the 
suggested income-based approach to computing 
retirement. We did adopt the vesting schedule and 
agreed to consider merit in deciding changes in 
ownership and income. We did not address funding 
partner retirement.
Our firm continued to grow and by 1990 there were 
22-23 partners and a total of 160 personnel. In August 
of that year, the partners met with a consultant to 
compare our retirement plan with others in the pro­
fession. Due to compromises made in adopting the 
planning committee’s recommendations in 1981, we 
really had two separate retirement plans in the firm. 
But with the helpful insight of the consultant and 
after much study by a newly appointed retirement 
committee, we were able to overcome the problems 
and adopted the following recommendations.
□ First-year retirement payments to a fully vested 
partner would be equal to 30 percent of that part­
ner’s average annual income, using the highest 
three years of total income during the individual's 
last ten years of service as a partner. Annual cost of 
living adjustment would be 6 percent, and retire­
ment payments would continue for ten years.
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□ The retirement compensation would vest over 
twenty-one years as a partner, with no vesting 
during the first five years.
□ A parallel computation would be made for certain 
partners during the phase-in for the new plan. All 
partners would ultimately be under one plan and 
the old one would be discontinued.
□ Funding of the plan would be considered imme­
diately.
What we did about funding retirement obligations 
How should firms fund retirement obligations? Does 
the money come out of current earnings? Can a qual­
ified plan solve the problem? Are funds protected 
from third-party lawsuits? How does insurance come 
into play? Do we need to fund 100 percent of the 
future obligation? How much can we really afford?
We wanted answers to those questions, and 
more. Based on discussions with other practition­
ers, we were concerned that many firms seemed to 
be taking on retirement obligations they had no 
hope of paying. So at the recommendation of 
another CPA firm, we engaged a benefit consult­
ing group to assist in developing a sound partner 
retirement system.
Using various income and growth assumptions, 
we projected the future obligation of the firm. To be 
on the safe side, we adopted aggressive assumptions 
and set a budget for funding past and future obliga­
tions. As payments to former partners declined, the 
budgeted monies were designated to fund future 
requirements, as the following chart shows.
Summary of Payments Per Partner
Year 1992 1993 1994 1995
Past 
retirements $12,000 $14,300 $11,900 $8,200
Future 
retirements $700 $10,200 $17,600 $15,800
Cost per 
partner $12,700 $24,500 $29,500 $24,000
We purchased insurance policies on every part­
ner. These policies carry high initial cash values. 
Surrender charges were waived. The firm owns all 
policies and we did not match each policy to the 
partner’s projected individual retirement benefit.
As the sidebar on page 3 shows, a considerable 
number of large, multi-partner firms use, or antici­
pate using, life insurance to help fund partner 
retirement benefits. For our next purchase, we, too, 
will seriously consider variable rate products.
About three years ago, a survey of large, multi­
partner firms concerning funding partner retire­
ment benefits found that 68 percent of the firms had 
totally unfunded systems and 32 percent had a par­
tially funded one. No firm had a totally funded sys­
tem.
Our intent is not to try to fund 100 percent of our 
partners’ retirement benefits. Instead, we are target­
ing partial funding of 40 percent. Nevertheless, we 
will continue to review our retirement system and 
will make changes as necessary. □
—by Charles E. Sams, Jr., CPA, Dixon, Odom & 
Co., LLP, 1829 Eastchester Drive, P.O. Box 2646, 
High Point, North Carolina 27261-2646, tel. (910) 
889-5156, FAX (910) 889-6168
Fair Labor Standards and 
Workplace Flexibility
As much as workload compression is a painful real­
ity for CPAs, there is a need for CPA firms to pro­
vide a more flexible workplace for their employees 
to retain and recruit top talent. Women and family 
issues in CPA firms may, in part, also be dealt with 
by employers offering a more flexible workplace. As 
the CPA profession works to seek solutions to work­
load compression and women and family issues, 
CPA firms need to be aware of federal wage and 
hour laws on employee pay practices.
The Fair Labor Standards Act (FLSA), signed into 
law in 1938, sets minimum wages, maximum hours, 
and overtime pay provisions for all workers. Few 
employers escape coverage under the FLSA. In fact, 
only some mom and pop concerns, family-owned 
businesses, and a few other small operations are not 
covered.
Although designed to provide wide coverage, the 
Act also provides exemptions for certain classes of 
workers based on the types of jobs they hold, the 
industries or businesses they work in, or the type of 
work they perform.
Additional discussion of employee status and 
classification under the FLSA and DOL Regulations 
Part 541, which define the terms executive, admin­
istrative, and professional, is provided in section 
310.10 of the AICPA Management of an Accounting 
Practice Handbook. □
Editor’s note: Republicans on Capitol Hill are con­
sidering a number of broad FLSA reforms, and 
hearings in the House have begun. The AICPA is 
actively involved in a coalition of private sector 
interests that is pushing for FLSA reforms.
Practicing CPA, July 1995
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Your Voice in Washington
Senators introduce S corporation reform bill 
The small business reform bill long pushed by the 
AICPA was reintroduced in the Senate recently by 
Senators Orrin Hatch (R-UT) and David Pryor (D- 
AR). The S Corporation Reform Act of 1995 (S. 758) 
would assist almost 1.7 million of the nation’s S cor­
porations by opening up new sources of investment 
and simplifying the tax rules under which they oper­
ate.
S. 758 is a slightly revised version of the bill intro­
duced last Congress on which the AICPA, represen­
tatives of the American Bar Association and the 
U. S. Chamber of Commerce collaborated with 
members of Congress. Many of the provisions in the 
bill are drawn from reform recommendations sug­
gested by the AICPA, the ABA, and the Chamber.
Among the twenty-seven provisions in S. 758 are 
the following:
□ Increase the allowable number of shareholders 
from thirty-five to fifty.
□ Permit tax-exempt organizations, such as pension 
funds (including ESOPs) and charities, to be 
shareholders.
□ Aggregate members of one family so they can be 
counted as one shareholder.
□ Make it easier for families to establish trusts fund­
ed by S corporation shares.
□ Expand “safe harbor debt” to permit convertible 
debt, and permit venture capitalists and lending 
institutions to hold safe harbor debt.
□ Remove tax traps by permitting the Secretary of 
the Treasury to treat invalid elections as effective 
and by providing for automatic waivers of certain 
inadvertent terminations.
□ Give certain fringe benefits in S corporations the 
same tax treatment provided to ordinary corpora­
tions.
At press time, a similar bill was expected to be 
introduced soon in the House of Representatives.
The AICPA’s campaign for enactment of S corpo­
ration reform legislation continues. You can help by 
explaining the importance of S corporation reform 
to your senators and asking them to cosponsor S. 
758, if you do not see their names listed below.
The cosponsors of S. 758 are Senators Baucus 
(D-MT), Bennett (R-UT), Bingaman (D-NM), 
Bond (R-MO), Breaux (D-LA), Cochran (R-MS), 
Cohen (R-ME), Craig (R-ID), D’Amato (R-NY), 
Dorgan (D-ND), Ford (D-KY), Grassley (R-IA), 
Hutchison (R-TX), Johnston (D-LA), Kempthorne 
(R-ID), Kerrey (D-NE), Kyl (R-AZ), Leahy (D-VT), 
Lieberman (D-CT), Lugar (R-IN), Murray (D-WA), 
Robb (D-VA), Simpson (R-WY), Smith (R-NH), 
and Snowe (R-ME). □
Conference Calendar
Not-for-Profit Conference
July 10-11—Grand Hyatt, Washington, DC
Recommended CPE credit: 16 hours
National Accounting & Auditing Advanced
Technical Symposium
July 17-18—Hyatt Regency Crown Center, 
Kansas City, MO
Recommended CPE credit: 16 hours
National Healthcare Conference
July 24-25—JW Marriott, Washington, DC
Recommended CPE credit: 16 hours
Estate Planning Conference
July 26-28—JW Marriott, Washington, DC
Recommended CPE credit: up to 32 hours
CPA’s Role in Litigation
August 3-4—Sheraton Boston Hotel & 
Towers, Boston, MA
Recommended CPE credit: up to 17 hours
National Governmental Accounting &
Auditing Update Conference
August 28-29—Grand Hyatt, Washington, DC
September 28-29— Hyatt Regency Tech
World, Denver, CO
Recommended CPE credit: 16 hours
Savings Institutions Conference
September 6-8—JW Marriott, 
Washington, DC
Recommended CPE credit: 21 hours
National Practice Management Conference*
*For more information, call the AICPA meet­
ings and travel department, (201) 938-3232.
October 8-11—Dallas Omni Mandalay, 
Dallas, TX
Recommended CPE credit: up to 21 hours
National Auto Dealership Conference
October 19-20—Fairmont Hotel, Chicago, IL 
Recommended CPE credit: up to 20 hours
National Conference on Federal Taxes
October 19-20—Grand Hyatt Washington, 
Washington, DC
Recommended CPE credit: 14 hours
To register or for more information, call the 
AICPA CPE division, (800) 862-4272.
Practicing CPA, July 1995
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Questions for the Speaker (Thoughts 
on staff retention and reimbursement 
of CPE costs)
What do you think about an excellent, technically 
proficient staff member who either has little chance 
of partnership or does not want it, but is valuable to 
the firm in his or her current position? What are 
your thoughts on “Up or Out” versus retaining and 
motivating such people?
The questions were addressed to a speaker at an 
AICPA practice management conference. Staff 
retention issues, such as these, have concerned 
many practitioners over the years. They wonder 
whether it is cost-efficient for their firms to replace 
employees who, for what ever reason, cannot be 
promoted, but who are valuable in their current 
positions.
Firms recognize that quality of life issues are 
important and must be addressed. Many also 
believe that if employees are content with the 
responsibilities and rewards of their current posi­
tions and the firm acknowledges their value, a sense 
of loyalty and commitment can be achieved. 
Following, are some of our former and current edi­
torial advisors’ responses to the same questions.
David A. Werbelow, a Pasadena, California, prac­
titioner, believes there should be a career slot in 
many local firms for such a staff member. He sug­
gests that in such a situation, the partners and the 
staff member reach agreement that partner status is 
not to be, and that the individual’s current position 
is acceptable.
Ronald C. Russell, a Springfield, Ohio, CPA, 
says every firm needs excellent technicians. Mr. 
Russell thinks that with an expected staff shortage 
in the years ahead, firms will need to retain such 
people.
Richard A. Berenson, who practices in New York 
City, says it is always nice to have a technically pro­
ficient staff member who is not inhibiting others’ 
career paths. Mr. Berenson thinks that if the firm is 
large enough to be able to have staff members 
advance around such a person, there is no reason he 
or she shouldn’t be retained. Employment should 
not be continued, however, if the individual blocks 
others’ advancement to partnership.
Robert L. Carr, a Canton, Ohio, CPA, says that 
while there has been considerable comment over 
the years regarding the merits of “Up or Out,” he 
doesn’t think many firms ever took a totally rigid 
approach to following such a philosophy, even 
though it might have been general firm or office 
policy. Practical necessity prompted many to make 
exceptions.
Mr. Carr thinks that the system may have had 
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some merit and certainly had some strong advo­
cates over the years, but is likely to have fewer 
adherents in the future if the forecasted scarcity of 
skilled accounting personnel becomes reality. He 
says the people firms would like to recruit just won’t 
be there.
Mr. Carr believes this means there has to be a 
place in local firms for the career manager. He 
thinks people of managerial quality will be much 
in demand in the years ahead. This means they 
should be well compensated and encouraged, so 
firms can benefit from their ability to manage jobs 
and aid in the training and instruction of new firm 
associates.
Abram J. Serotta, an Augusta, Georgia, practi­
tioner, says it is a difficult choice. Nevertheless, Mr. 
Serotta believes it is possible for a number of local 
firms to find a place for such staff members, and to 
be able to motivate them by understanding their 
needs. He says, “In our annual reviews, we stress to 
these individuals what will keep them from obtain­
ing certain goals and try to guide them toward goals 
they can obtain.”
Mr. Serotta says the motivation that would apply 
to such employees is different than it is for those 
who are going to advance rapidly up the career lad­
der. He suggests emphasizing the virtues of longevi­
ty and the employees’ contribution to the firm and 
ensuring they receive appropriate benefits.
Here’s another practitioner’s question. If staff 
members leave a firm, do you think it is reasonable 
to ask them to reimburse the firm for a portion of 
their CPE costs?
Mr. Serotta believes it is a firm’s responsibility to 
develop the technical skills of its staff in order to 
improve the quality of the work it provides clients. 
He says that any amount the firm spends on an 
employee is for that purpose.
If a firm maintains an environment in which 
employees can see they are being provided with 
opportunities, Mr. Serotta believes turnover will 
decrease. He disagrees totally with any thought of 
departing employees reimbursing a firm for CPE 
costs. He says it would send a negative message to 
staff who remain with the firm.
Mr. Berenson says former employees are 
important spokespersons for a firm. Even if they 
do not leave to join a current client, they might 
some day be in a position to send you new busi­
ness.
“Don’t pinch pennies,” Mr. Berenson advises. 
“It could cost you considerable goodwill.” He 
suggests that any policy that relates to a staff 
member’s departure should be put in writing 
and explained to each person when he or she is 
hired. □
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Rebirth of Personal Financial Planning 
(continued from page 1)
This might be to purchase a second home or, per­
haps, to establish a fund so grandchildren may 
attend college. Whatever the reason, helping people 
find a way to achieve and fund a special objective is 
a valuable service to them.
Estate planning is an area of increasing concern. 
CPA firms often perform this service independent of 
PFP. Whether or not you bundle estate planning 
into financial plans, you will find a growing number 
of younger clients are ready to hear about the vari­
ous aspects of the service.
Personal financial planning basically boils down 
to helping people save and invest. But if all you dis­
cuss is how to save or move wealth around, you are 
only performing half of the service. You need to give 
investment advice.
Some firms don’t think it necessary to discuss 
investments when doing financial planning. But if 
you wish to really help clients, you need, at least, to 
talk about asset allocation—cash, stocks, and 
bonds—and whether the individual would be better 
off in municipal bonds or taxable bonds, and so on.
Then there are the challenges that stem from life 
compression. This is the situation that results when a 
couple defers having children for career reasons. There 
are still children at home and children to educate when 
the couple should be preparing for retirement. Often, 
there is the additional challenge of aging parents.
Dual careers can result in other complications. When 
you factor in additional payroll taxes, the costs of day­
care and commuting, etc., the couple is often not appre­
ciably better off than a comparable one-income family.
Sometimes people are not comfortable about 
their inheritance or they feel ignorant about invest­
ing the money they are bequeathed. Many in the 
baby-boom generation have never learned to handle 
money properly. Now they must cope with the most 
sophisticated financial marketplace ever.
Others worry about career and job redundancy 
and fear employer abandonment. And many view 
entitlement programs, such as Social Security, as 
unreliable, and are concerned about their financial 
well-being in retirement.
Meeting the market’s demands
Clients want more than just solutions to their prob­
lems; they want a solution plus education. People 
aren’t satisfied with a recommendation. They want 
to understand how it will work for them. Clients 
want to learn about financial planning. They want a 
process they can follow and they want it to be sim­
ple and convenient. Clients also want disclosure, so 
let them know you are independent and objective.
PFP and PFS Information
The AICPA PFP membership section’s benefits 
include Personal Financial Planning Handbook; 
technical practice aids; the Planner (a bimonthly 
newsletter); various marketing, practice manage­
ment, and promotional materials; and vendor dis­
counts.
The AICPA personal financial specialist (PFS) 
designation is offered exclusively to qualified CPAs 
who have at least three years of personal financial 
planning experience, and have successfully com­
pleted a comprehensive examination.
For more information, call the AICPA PFP 
Division, (800) 862-4272, submenu no. 5.
Be efficient, from a practice perspective. With 
financial planning services, as with many other con­
sulting services, you have an opportunity to orga­
nize your practice so you can deliver value at a price 
the client is willing to pay.
You need the right people on staff to provide the 
service. They should have a natural interest in the 
topic and good consulting skills. They must be able to 
probe and get clients to talk. The staff should be 
knowledgeable. That usually means having extra edu­
cation in the area of personal finance, such as achiev­
ing the advanced designations of personal finance 
specialist (PFS) or certified financial planner (CFP).
Successful financial planning specialists are on a 
mission. They believe they are going to solve peo­
ple’s problems and change their lives for the better.
Try to find clients with similar profiles for the 
level of service you intend to provide. For example, 
the physicians in your client base who have solo 
practices and are fifty years old or older are all deal­
ing with similar problems. The service should be 
matched to clients’ needs and ability to pay.
Control clients’ expectations. Prepare an engage­
ment letter that tells clients specifically what you 
are going to do during the engagement. For exam­
ple, “We are going to help you formulate a game 
plan to have adequate assets at retirement. We are 
going to advise you regarding the tax implications 
of your stock options,” or what ever. Tell them you 
are not going to do anything else unless asked, and 
explain that “these things need to be updated from 
time to time. Call us if you want us to do that.”
You will need to establish a consistent methodol­
ogy. You work on a financial plan the same way you 
work on any other project, so your work paper tech­
niques need to be similarly consistent.
Become sophisticated in the use of a computer. 
Most firms with successful PFP practices use 
spreadsheets and templates they have developed to
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meet clients’ specific needs. They make extensive 
use of graphics because this helps clients learn 
about financial planning.
You will need to establish a consistent investment 
policy. This should be clearly articulated so the client 
knows exactly what to expect: that you will help with 
an asset allocation, or whatever. Otherwise, you will 
get to the end of the engagement and the client will 
say, “Well, aren’t you going to tell me where to put 
my money?” This is part of controlling client expec­
tations, and needs to be firm policy.
Making money at it
What are your options? Once you have identified 
the problems and opportunities, you can realize 
high personal charge hours at high billing rates for 
PFP services. Some CPA firms have started to offer 
money management services; others are helping 
clients choose mutual funds. Some firms charge a 
flat fee for these value-added services, others a per­
centage of assets under management.
An increasing number of firms are teaching clients 
to manage their money via a series of seminars. 
Clients go to the seminar, spend some time with staff 
on the analysis, and walk out with a complete finan­
cial plan. This is different from holding seminars to 
attract clients. These seminars are the service.
Some firms have developed PFP subniches. For 
example, they concentrate on medical professionals, 
athletes, entertainers, or the elderly. A successful 
way to market to a subniche is the “famous person” 
concept. All this really means is that you become so 
well-known in your community for your expertise in 
a specific area that people naturally call you first for 
advice and answers to their questions. It also means 
you must be able to work with the media.
One way to establish a good working relationship 
with media people is to remember they are always fac­
ing deadlines. If you call them with a good story idea, 
you will make life easier for them. If you are successful 
at this, you will find it makes a considerable difference 
to the marketing of your financial planning practice.
So there you have it. PFP is making a strong 
comeback. Decide if you have what it takes to offer 
the service. Determine whether you have the right 
people, the clients, and the methods to be success­
ful, and then, how you will get the word out. If you 
pursue the famous person strategy, what is it going 
to take to make that a reality? How are you going to 
let clients know? Clients want the service. You are 
encouraged to consider it. □
—by Phyllis Bernstein, CPA, PFS, AICPA Personal 
Financial Planning Division, Harborside Financial 
Center, 201 Plaza Three, Jersey City, New Jersey 
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